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FINANCE AND BUDGET COMMITTEE

OCTOBER 16, 2003

SUBJECT: REFINANCING OF CNG FUELING FACILITIES LEASE
AGREEMENTS

Metropolitan

Transportation ACTION: AUTHORIZE THE CHIEF EXECUTIVE OFFICER TO
Authority EXECUTE ONE OR MORE REFINANCING AGREEMENTS

OneGatewayPlaza

LosAngeles,CA RECOMMENDATION
90012-2952

AuthorizetheChiefExecutiveOfficer to executeoneor morerefinancingagreements
not to exceed$18 million in total atinterestratesnot to exceed5%.
Requiresseparate,simple majority Board vote.

RATIONALE

Thelong-termfinancingagreementsfor theacquisitionandinstallationofcompressed
naturalgas(CNG)fueling facilities at MTA busdivisions 2, 3, 8, 9 and 15 were
structuredin theform of leases.Currentlow interestratesareprovidingMTA the
opportunityto refinanceup to $18 million coveredunder3 masterleaseagreements.
Using interestratesfrom mid September2003,theMTA mayrealizepresentvalue
savingsofasmuchas$1.3million overtheremaining8 to 10 yearlives ofthe leases.
Thescheduleofpaymentswill retainthecurrentlevelpaymentstructureandthelease
terms,final maturities,will notbe extended.

Theproviderswill beselectedpursuantto acompetitiveselectionprocessbasedon
providingthelowestinterestcost andmeetingtheMTA’s terms. The MTA’s
financialadvisor,PublicFinancialManagement,will conductthis process.

FINANCIAL IMPACT

Therent, debtservice,for theexisting leasesis paidby FTA grants. Therefinancing
doesnot affectgranteligibility. Thesavingsfrom refinancingwill be realizedin the
form offuture grantfundingavailablefor otherprojectsorprograms. Thecostsof
issuancefor this refinancingwerenotbudgetedfor FY04 becausetherefinancingwas
not anticipatedatthetime ofthebudget’sdevelopment.Theissuancecostsare
anticipatedto be lessthan$10,000andtherefinancingwill generatea favorable
variancein project61309,account51124,in FY04 to offset theunfavorablevariance
to costsof issuance.



ALTERNATIVES CONSIDERED

Alternativesconsideredinclude:

A. Issuefixed ratebondssecuredby federalgrantsto accomplishtherefinancing. This
strategyis not recommendedbecauseadditionalFTA approvalwouldbe requiredto
obligatetheFederalgrantmoniesto repaymentofthebondsandbecausegrantfunds
subjectto appropriationrisk areamorecostlysourceof funding thatwouldbeunlikely to
provideacostadvantageoverthe leasingalternative.

B. Deferringtherefinancingto a laterdate. This alternativeis notrecommendeddue to the
risk thatinterestratesmayriseandpotentialsavingscouldbe lost.
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P~~~~y:MicaelJ.Smith,AssistantTreasurer

Te y atsumoto
Exec ye Officer, FinanceandTreasurer

RogerSnq~
ChiefExecutiveOfficer
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